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Remarks   of  l/^efjtoe^aSwSGovernor   Paul   Cellucci 
before   the  U.S.    House  Committee  on  Ways   and  Means 

January  29,  1992 


Mr.  Chairman,  thank  you  for  this  opportunity  to  appear  before 
you  today.  I  would  also  like  to  thank  Congressman  Donnelly  for 
sponsoring  my  testimony.  The  purpose  of  my  testimony  today  is  to 
express  the  support  of  Governor  Weld,  myself  and  our  administration 
for  a  permanent  extension  of  the  Low  Income  Housing  Tax  Credit 
Program. 

Since  its  inception  in  1986  as  part  of  federal  tax 
legislation,  the  tax  credit  program  has  provided  the  underpinning 
for  Massachusetts'  affordable  housing  programs  —  leveraging 
private  tax  revenues,  stimulating  the  purchase  of  private  sector 
goods  and  materials  and  contributing  to  the  revitalization  and 
stabilization  of  neighborhoods  in  communities  throughout  the 
Commonwealth.  Tax  credits  represent  one  of  the  last  remaining  tax 
incentives  for  private  investment  in  affordable  housing  and 
therefore,  in  our  view,  merit  extension. 

In  Massachusetts,  the  annual  $1.25  per-capita  tax  credit 
allocation  has  resulted  in  a  cumulative  total  of  $37.6  million 
since  1986.  This  relatively  small  investment  has,  in  turn, 
resulted  in  the  production  of  more  than  10,000  units  of  affordable 
rental  housing  for  Massachusetts  citizens. 
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Our  Executive  Office  of  Communities  and  Development  allocates 
credits  to  project  sponsors  who  agree  to  rent  units  at  restricted 
rates  to  low-income  households.  Most  projects  which  receive 
credits  are  100  percent  low-income,  meaning  that  the  families  have 
income  below  60  percent  of  the  area  median.  In  Massachusetts  this 
is  less  than  $27,600  for  a  family  of  four. 

The  credit  is  well-targeted.  Rent  levels  are  tightly 
restricted  with  over  85  percent  of  units  renting  for  less  than  $4  50 
per  month,  assuring  af fordability  for  the  poor.  In  addition, 
pursuant  to  changes  enacted  in  1989,  these  units  must  remain 
affordable  for  at  least  3  0  years. 

In  1991  alone,  we  were  able  to  use  $8.6  million  in  tax  credit 
authority  to  stimulate  the  production  of  3  5  rental  housing 
developments,  representing  1,871  units. 

The  economic  benefits  generated  by  this  housing  for  the  State 
and  the  17  communities  in  which  the  developments  are  located 
include  approximately: 

•  1,638  jobs  created  during  rehabilitation  or  construction. 

•  $25  million  in  government  revenue. 

•  $150  million  in  private  sector  economic  activity. 

With  the  downturn  in  the  State's  real  estate  market  after  the 
"boom  years"  of  the  1980 's,  the  inherent  adaptability  of  the  tax 
credit  program  has  allowed  for  a  re-ordering  of  housing  priorities 
to  focus  on  the  current  over-supply  of  housing  and  on  the  large 
inventories  of  bank  and  regulator-held  housing. 
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Tax  credits  and  Mortgage  Revenue  Bonds,  which  are  also  under 
consideration  for  extension,  are  helping  the  State  manage  the 
disposition  of  these  excess  units  to  avoid  further  negative  impacts 
on  housing  prices  and  on  the  economy.  They  are  equally  important 
as  resources  during  the  "credit  crunch"  —  allowing  local 
community-based  organizations  to  take  advantage  of  price  reductions 
and  to  return  these  properties  to  productive  use.  These  community- 
based  project  sponsors  require  long  lead  time  for  the  program  to 
work.  Unless  there  is  confidence  that  the  credit  will  exist  in 
future  years,  those  involved  in  the  process  will  find  it  virtually 
impossible  to  assemble  the  resources  required  to  put  together  this 
housing.  A  permanent  extension  would  give  the  program  increased 
market  acceptance  among  investors  and  provide  additional  capital 
for  investment. 

Tax  credits  are  also  an  extremely  effective  tool  for  raising 
the  funds  for  needed  capital  improvements  in  the  Commonwealth's 
older  housing  developments  and  are  particularly  important  as  a 
stabilizing  factor  for  areas  that  have  been  targeted  for 
revitalization.  An  example  of  a  development  in  which  tax  credits 
have  been  beneficial  is  the  historic  Lithgow  Building  in  Boston. 
Tax  credits  provided  the  capital  to  finance  31  affordable  rental 
units  in  a  neighborhood  block  that  acts  as  an  anchor  for  the  Codman 
Square  Community.  Retail  space  and  a  full  service  branch  of  a 
major  bank  are  also  located  in  the  development,  bringing  additional 
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services,  jobs  and  revenue  to  a  previously  under-served  minority 
community. 

Finally,  the  Commonwealth's  participation,  in  the  Department  of 
Housing  and  Urban  Development's  (HUD)  Demonstration  Disposition 
Program  will  rely  on  the  use  of  tax  credits  to  rehabilitate  2,000 
units  of  distressed  multi-family  properties.  These  properties  are 
owned  by  HUD  and  are  primarily  located  in  two  economically 
distressed  neighborhoods  in  the  City  of  Boston. 

We  believe  that  the  Tax  Credit  and  Mortgage  Revenue  Bond 
programs  are  central  to  the  efforts  of  our  administration  to 
carefully  manage  the  process  of  the  recovery  of  the  real  estate 
market  in  Massachusetts,  to  create  jobs  and  provide  affordable 
housing  for  those  in  need.   Thank  you. 


